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Title  24 — Housing  and  Urban  Development 

CHAPTER  VIII— LOW-INCOME  HOUSING, 
DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

(Docket  No.  R-76-3251 

PART  890— ANNUAL  CONTRIBUTIONS 
FOR  OPERATING  SUBSIDY 

Subpart  A — Performance  Funding  System 

Notice  is  hereby  given  that  the  Secre¬ 
tary  amends  24  CFR  Part  890,  by  adopt¬ 
ing  a  final  rule  which:  (1)  revises 
§  890.105,  and  (2)  eliminates  the  dead¬ 
line  date  in  S  890.110(a)  (3). 

The  methodology  of  the  Performance 


appeals,  and  criteria  for  submitting  ap-  The  Finding  of  Inapplicability  prepared 
peals  for  adjustment  of  the  Base  Year  In  connection  with  the  previous  Interim 
Expense  Level.  Rule  Is  applicable  to  this  amendment  and 

Other  comments  concerned  the  role  of  a  copy  of  that  Finding  is  available  for 
HUD  field  offices  in  making  adjustments  Insp^ion  with  the  Rules  Docket  Clerk, 
for  abnormal  items,  new  projects,  and  Office  of  General  Counsel,  Department  of 
payment  in  lieu  of  taxes  in  computing  Housing  and  Urban  Development,  Room 
the  Base  Year  Expense  Level.  10245,  451  Seventh  Street,  SW.,  Wash- 

A  niunber  of  comments  were  submitted  ington,  D.C.  20410. 
with  respect  to  provisions  regarding  util-  Accordingly,  Title  24,  Part  890,  An- 
ities,  particularly  the  discretionary  nual  Contributions  for  Operating  Sub¬ 
character  of  utility  adjustments,  the  co-  sidy.  Subpart  A,  Performance  Fimding 
insurance  feature  with  respect  to  con-  System,  is  amended  by  revising  §§  890.105 
sumption  increases  and  decreases,  the  (b)  and  890.110(a)  (3). 
use  of  estimated  versus  actual  data,  and  As  revised,  §  890.105(b)  reads  as  fol- 
the  computation  of  Utilities  Expense  lows : 


Fimding  System  set  forth  in  the  Interim 
Rule  published  April  18,  1976,  at  40  FR 
17008,  contemplated  annual  updating  of 
the  formula  weights  and  ccaistant,  as 
stated  in  the  preamble  to  the  Interim 
Rule.  Computations  have  been  made  in 
accordance  with  the  said  methodology  in 
order  to  obtain  the  first  annual  updating 
of  the  formula  weights  and  constant. 
These  revised  weights  and  constant  are 
mafle  effective  with  respect  to  housing 
authority  budget  years  commencing 
October  1,  9175,  January  1,  1976,  April  1, 
1976  and  July  1,  1976.  At  the  same  time, 
the  deadline  date  for  appeals  in  S  890.110 
(a)  (3)  is  being  eliminated  in  order  to 
permit  all  housing  authorities  to  submit 
appeals  subsequent  to  the  issuance  of 
this  Final  Rule. 

The  Department  has  received  ex¬ 
tensive  comments  regarding  the  Interim 
Rule.  A  large  number  of  these  comments 
relate  to  anticipated  practical  opera¬ 
tional  problems.  A  number  of  comments 
asserted  that  certain  inequities  were 
likely  to  develop  from  application  of  the 
Interim  Rule.  Other  comments  suggested 
various  changes  to  the  Interim  Rule  in 
order  to  take  into  account  additional 
particular  factors. 

In  view  of  experience  to  date  and  the 
nature  of  the  extensive  wMnments  re¬ 
ceived,  the  Department  has  determined 
that  tile  requirements,  procedures  and 
rules  set  forth  in  the  Interim  Rule  should 
continue  in  effect  for  at  least  one  full 
year  prior  to  further  revisions  in  order 
to  provide  additional  experience  upon 
which  to  base  decisions  on  the  comments 
received.  The  Department,  in  arriving  at 
this  determination,  has  considered  all  of 
the  comments  submitted.  These  com¬ 
ments  will  continue  to  be  considered  by 
the  Dep>artment;  no  disposition  of  the 
comments  is  being  made  at  this  time. 

There  follows  a  summary  of  the  26 
comments  which  have  been  received  in 
response  to  the  April  18  publication. 

Summary  of  Comments 

Various  comments  recommend  changes 
in  terminology  in  order  to  simphfy  the 
regulations. 


Level  where  consumption  data  is  im- 
available. 

Several  comments  were  received  with 
respect  to  the  overall  fairness  of  the  per¬ 
formance  funding  system,  the  effect  on 
funding  for  excessively  high-cost  hous¬ 
ing  authorities,  the  adequacy  of  transi¬ 
tional  funding,  and  the  corresponding 
procedures  under  the  regulations.  Other 
comments  addressed  the  relationship  of 
the  Allowable  Expense  Level  to  the  re¬ 
quirements  of  the  Model  Lease,  and  the 
relation  of  Fair  Market  Rent  Levels  to 
the  inflation  multiplier. 

Some  comments  also  suggested  explo¬ 
ration  of  data  other  than  municipal  wage 
levels  to  measure  inflation  and  evaluate 
the  Local  Government  Wages  Inflation 
Factor. 

Comments  were  received  regarding 
dwelling  unit  income  and  requests  for 
adjustments. 

A  variety  of  comments  were  received 
with  respect  to  factors  which  are  not  in¬ 
cluded  as  variables  in  the  formula  and 
also  with  respect  to  the  efficacy  of  the 
formula  in  achieving  the  goal  of  in¬ 
creased  efficiency.  In  addition,  com¬ 
ments  were  received  questioning  the 
basic  methodology  used  in  developing  the 
formula.  Similar  comments  questioned 
the  application  of  the  formula  to  housing 
authorities  of  different  sizes  or  to  hous¬ 
ing  authorities  varying  in  other  respects. 
Comments  also  questioned  the  use  of  a 
range  in  the  amount  of  $10.31,  and  some 
comments  suggested  alternative  ap¬ 
proaches  such  as  weighing  the  range  in 
relation  to  the  age  of  projects,  or  in¬ 
creasing  the  dollar  amount  of  the  range. 
Comments  suggested  a  variety  of  addi¬ 
tional  proposals  such  as  basing  subsidies 
on  section  8  fair  market  rents,  providing 
special  funding  for  repair  of  deteriorat¬ 
ing  projects,  or  providing  for  increase  in 
reserves  out  of  operating  subsidy  funds. 
Other  comments  urged  amendment  of 
the  rule  with  respect  to  average  percent¬ 
age  of  occupancy,  average  bedroom  size, 
population  of  area  served  and  average 
age  of  projects.  Finally,  several  com¬ 
ments  were  received  suggesting  that  the 
overall  performance  funding  system  be 


§  890.105  Conipiilatiun  of  Allowable  Ex¬ 
pense  Level. 

•  *  *  •  • 

(b)  Computation  of  Formula  Expenge 
Level.  The  PHA  shall  compute  its  For¬ 
mula  Expense  Level  in  accordance  with 
this  subsection.  The  weights  of  the  For¬ 
mula  and  the  Formula  itself  are  subject 
to  updating  by  HUD  annually  or  at  any 
other  time. 

(1)  Formula  Applicable  to  PHA  Budget 
Years  Commencing  April  1,  1975  and 
July  1,  1975.  The  Formula  applicable  to 
PHA  budget  years  commencing  April  1, 
1975  and  July  1,  1975  is  as  follows:  (i) 
The  square  root  of  the  population  (in 
thousands)  of  the  area  served  by  the 
PHA,  multiplied  by  the  weight  .4296;  (ii) 
the  average  number  of  bedrooms  per 
Project  Unit,  multiplied  by  the  weight 
7.7058;  (iii)  the  square  root  of  the  aver¬ 
age  age  of  the  oldest  building  of  each 
Project  (weighted  by  relative  proportion 
of  Project  Units),  multiplied  by  the 
weight  1.9530;  (iv)  the  average  height  of 
the  tallest  building  of  each  Project 
(weighted  by  relative  proportion  of  Proj¬ 
ect  Units  in  each  Project)  in  stories,  in¬ 
cluding  only  stories  containing  dwelling 
units  or  community  facilities  not  in  a 
basement,  multiplied  by  the  weight 
1.2149;  (V)  the  HUD-supplied  index  fig¬ 
ure  for  the  relative  operation  costs  of  a 
sample  of  PHAs  in  the  HUD  Region,  mul¬ 
tiplied  by  the  weight  .3727.  The  Formula 
constant  of  $25.2018  is  subtracted  from 
the  sum  of  (i)  through  (v) .  The  result¬ 
ing  amount  is  Increased  by  the  Local 
Government  Wages  Infiatlon  Factor  sup¬ 
plied  by  HUD.  (Such  Increase  is  required 
under  the  current  Formula  to  adjust  for 
Inflation  between  the  Base  Year  and  the 
previous  year.) 

Example  2:  Assume  that  a  PH.4  during  tho 
Base  Tear  (i)  served  an  area  having  a  popu¬ 
lation  of  43,034  people;  (11)  had  Project  Units 
with  an  average  of  3  bedrooms;  (111)  had 
Project  buildings  whose  age,  weighted  by 
relative  numbers  of  units,  was  4.46  years 
old;  (Iv)  had  Project  buildings  whose  average 
height,  weighted  by  relative  proportion  of 
units,  was  2  stCMrles;  and  (v)  Is  in  a  HUD  Re¬ 
gion  having  a  relative  regional  operating  cost 
figure  (supplied  by  HUD)  of  97.00.  Assurpe 


Several  comments  recommended  that 
the  Interim  Rule  be  made  effective  as  to 
fiscEd  years  commencing  January  1,  1974 
or  January  1.  1975. 

A  variety  of  suggestions  were  made 


adopted  for  a  two-year  trial  period  for 
testing  and  observation. 

The  Department  of  Housing  and 
Urban  Development  has  determined  that 
an  Environmental  Impact  Statement  is 


the  Local  CSovernment  Wages  Infiatlon  Fac¬ 
tor  supplied  by  HUD  Is  6  percent.  Assume  the 
PHA’s  Requested  Budget  Year  commences 
AprU  1,  1976.  The  PHA’s  Formula  Expense 
Level  tar  Its  Base  Tear  (April  1,  1974,  to 
March  31,  1975)  Is  $46.04,  and  is  computed 


with  respect  to  procedures  for  review  of  not  required  with  respect  to  the  Rule,  as  follows: 
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Operating  lactar 

Weights 

Hypo- 

tbeueal 

PHA 

data 

Product 

Square  root  ol  popula¬ 
tion  served.. . . 

a  4210  X 

8.68  - 

$2.8181 

Average  mmiber  of  bed* 
rooms . 

7.7058  X 

S.00  - 

23.1174 

Square  root  of  average 
age  of  project  buildings. 

L9S30  X 

in  - 

4.1208 

Average  height  of  proj¬ 
ect  buildings . 

L2149  X 

100  - 

11302 

Relative  regional  opera¬ 
ting  cost . . 

0.3727  X 

87.00  - 

36.1610 

Total . . 

08.6380 

Subtraction  of  formula 
constant... . . 

.-25.2018 

Formula  expense  level. 

43.4302 

Increase  by  local  govern¬ 
ment _ _ 

XI.  08 

Wages  Inflation  factor.... 

.  46.0423 

(2)  Formula  Applicable  to  PH  A  Budget 
Years  Commencing  October  1, 1975,  Jan¬ 
uary  1,  1967.  April  1,  1976,  and  July  1, 
1976.  The  Formula  applicable  to  PHA 
budget  years  commencing  October  1. 
1975,  January  1,  1976,  April  1,  1976,  July 
1,  1976,  and  subsequent  budget  years, 
subject  to  updating  at  any  time.  Is  as 
follows:  (1)  the  square  root  of  the 
population  (In  thousands)  of  the 
area  served  by  the  PHA,  multiplied 
by  the  weight  .31690;  (11)  the  average 


RULES  AND  REGULATIONS 

niunber  of  bedrooms  per  Project  Unit, 
multiplied  by  the  weight  10.46090;  (111) 
the  square  root  of  the  average  age  of 
the  oldest  building  of  each  Project 
(weighted  by  relative  proportion  of  Proj¬ 
ect  Units),  multU)lied  by  the  weight 
.41980;  (Iv)  the  average  height  of  the 
tallest  building  of  each  Project  (weighted 
by  relative  proportion  of  Project  Units 
In  each  Project)  in  stories,  Including  only 
stories  containing  dwelling  units  or  com¬ 
munity  facilities  not  m  a  basement,  mul¬ 
tiply  by  the  weight  1.62177;  (v)  the 
HUD-supplied  index  figure  for  the  rela¬ 
tive  operation  costs  of  a  sample  of  PHAs 
in  the  HUD  Region,  multiplied  by  the 
weight  .34078.  The  Formula  constant  of 
$16.81932  is  subtracted  from  the  sum  of 
(1)  through  (v).  The  resulting  amount 
is  increased  by  the  Local  (government 
Wages  Inflation  Factor  supplied  by  HUD. 
(Such  mcrease  is  required  imder  the  cur¬ 
rent  Formula  to  adjust  for  infiatlon  be¬ 
tween  the  Base  Tear  and  the  previous 
year.) 

•  •  •  •  • 

As  revised,  S  890.110(a)  (3)  reads  as 
follows: 

S  890.110  Requests  for  adjostments. 

(a)  •  •  • 


2^5 

(3)  Procedure.  A  request,  or  any 
amendments  thereto,  under  t^  subsec¬ 
tion  (a) ,  shall  be  submitted  to  the  HUD 
Field  Office  not  earlier  than  August  1, 

1975,  and  not  later  than  a  date  to  be 
served  by  publication  in  the  Federal  Reg¬ 
ister,  or  by  notification  served  directly 
upon  PHA’s,  whichever  is  considered  ap¬ 
propriate.  UUD  will  not  act  upon  such  re¬ 
quests  until  after  the  deadline.  A  request 
under  this  subsection  must  include  a  cal¬ 
culation  of  the  amoimt  per  unit  per 
month  of  requested  increase  in  the  Base 
Year  PHA  Expense  Level,  and  must  show 
the  requested  mcrease  as  a  percentage 
of  the  Base  Year  PHA  Expense  Level. 

•  •  •  •  • 

Aitthositt:  Section  7(d)  Department  of 
Housing  and  Urban  Development  Act;  42 
UA.C.  3636(d). 

It  Is  hereby  certified  that  the  economic 
and  infiationary  impacts  of  this  regula¬ 
tion  have  been  carefully  evaluated  m 
accordance  with  OMB  (Circular  A-107. 

Effective  Date:  This  revision  to  Part 
890,  Subpart  A,  is  effective  January  14, 

1976. 

H.  R.  Crawford, 
Assistant  Secretary  lor 
Housing  Management. 

IVB  Doe.7fr-1168  Piled  l-0-76;&:00  pm] 
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